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[No. 32] 


FULL COMMITTEE HEARING ON H. R. 5508, TO PROVIDE CERTAIN 
CONSTRUCTION AND OTHER AUTHORITY FOR THE MILITARY 
DEPARTMENTS IN TIME OF WAR OR NATIONAL EMERGENCY 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, June 23, 1953. 

The committee met at 11 a. m., the Honorable Dewey Short 
(chairman of the committee) presiding . 

The Cuarrman. Now, members of the committee, we have only 
one other measure before us this morning. We disposed of several 
important things here, which shows we can accomplish a lot in a little 
while, 

We now are to consider H. R. 5508. It is a bill to provide con- 
struction and other authority for the military departments in time 
of war or national emergency. It is a very important bill since it will 
be, if geacted, the basis for the authority for the expenditure of many 
Bio f dollars during the present emergency. 
cautiyity similar to that contained in this bill has been in existence 
vse 1740. We passed the legislation a year before Pearl Harbor. 

Te present law, which will expire on July 1, 1953, is familiar to us 
asthe ering authority for the use of expediting production funds. 
It=¥as Weder this authority that most of the aircraft assembly plants, 
ordganc®Gplants, and other large industrial installations were con- 
structed+during the war, and which the older members of this com- 
mittee visited and saw first hand in 1940, a year before Pearl Harbor. 
It was also the authority for the expansion of many private plants 
used in the manufacture of ammunition and other instruments of war. 

We know that in time of war or grave crises, when we have to con- 
struct these large, expensive installations, private industry hasn’t 
the funds to do it. They wouldn’t run the risk, because after they are 
constructed and utilized there is no use for them after the war ends. 
So the Government must build these facilities and depend upon the 
skill and genius and talents and experience of people in private industry 
to operate them. 

The authority proposed by H. R. 5508 is said to be Jess extensive 
than that available under existing law, and is stated by the Depart- 
ment of Defense to be necessary for the effective prosecution of our 
defense program. 

As I said, the present authority will expire on July 1, which is a 
week from tomorrow. The principal witness on this measure this 
morning is Mr. John C. Houston, acting Chairman of the Munitions 
Board. 

Mr. Houston, we will be pleased to hear any statement which you 
may wish to make at this time. 

Mr. Houston. Thank you very much, Mr. Chairman. 
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I appreciate the opportunity of appearing before you and your 
committee today to speak in behalf of H. R. 5508 which is a bill to 
provide certain construction and other authority for the military 
departments in time of war or national emergency. 

The bill is not really new legislation but rather the continuation, 
in a less broad form, of emergency authority initially enacted in 1940. 
This original legislation, known as the act of July 2, 1940, together 
with a similar statute originally enacted December 17, 1942, were 
used throughout World War II and during the current emergency. 
However, both of those statutes will expire July 1, 1953, unless 
extended before that time. 

The present proposal is being supported by the Department of 
Defense as a substitute for any further extension of the broader 
authority contained in this earlier legislation. 

In a general way, both the expiring legislation and the present 
proposal contain the Department of Defense’s most specific authority 
for plant expansion which is often referred to as ‘expediting of 
production.” The installation of Government-owned tools and equip- 
ment, in both Government-owned and privately owned plants pro- 
ducing military items, is typical of such expediting action. Of course, 
title to any such equipment furnished at Government expense remains 
with the Government. 

The demands made on industry by military requirements are often 
of so specialized a nature that private plants are not readily adaptable 
to defense production. Additional facilities are frequently required. 
Because they have no use, in their normal peacetime business, for 
these additional defense facilities, private contractors are unable to 
undertake some of the required expenditures without Government 
assistance of the type authorized in this bill. 

Expansion of both Government-owned and privately owned plants 
became immediately necessary in the emergencies which .occurred 
prior to World War II and with the advent of the Korean conflict. 
In the present emergency, time is a large and very significant factor 
in the expansion of urgently needed productive capacity. Under the 
existing international situation, the emergency may become more 
acute at any time without warning and if this happens time will be 
even more crucial than it is now. It is believed that continued statu- 
tory authority to provide for a rapid expansion of productive capacity 
is essential to the timely satisfaction of the military departments’ need 
for vital supplies. 

In the case of construction at military installations, it has been the 
practice periodically to obtain specific authorizing legislation for each 
individual construction project. This procedure is not practical where 
industrial plants are being expanded, converted, or constructed, in 
order to meet procurement requirements. 

Current military procurement requires millions of individual con- 
tract actions each year and literally thousands of these involve Govern 
ment assistance of one sort or another in connection with providing 
production facilities. 

This assistance may range from the furnishing of a single piece of 
equipment to the tooling up of a complete bomber plant. In many 
cases the actual shortages in productive capacity cannot be foreseen 
or identified in terms of specific plants until specific contracts are 
negotiated to fill these requirements. Thus, until action is taken to 
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place a procurement contract, no legislation could be introduced or 
passed, authorizing the expansion of a particular defense plant. By 
the time a particular plant has been identified, it would be too late 
in the game to try and get individual authorizing legislation. There- 
fore, a more general type of plant-expansion authority, such as that 
included in the proposed bill, is required. 

During World War II, the expiring status, similar to the present 
proposal, proved to be essential for the rapid expansion of productive 
capacity. Likewise, in the present national emergency, the expansion 
of the industrial capacity for the production of military items and the 
rehabilitation of Government-owned plants which had been retained 
and maintained on a minimum peacetime basis, were major features 
in expediting the defense buildup. 

Annual defense appropriation acts contain the funds used for these 
expediting actions. Expenditure of these funds has been carefully 
controlled by the Secretary of Defense and restricted to the expansion 
or creation of specialized plants or equipment not normally usable or 
needed for peacetime production, and therefore, not a desirable invest- 
ment for private capital. 

The Department of Defense is requesting the extension of this 
expediting authority, in the form of the present bill, in order to 
continue a clear legal basis for such funds as Congress may appropriate. 
It is not intended that the granting of such legal authority carry 
with it the approval of anv specific funds which may be under con- 
sideration by the Appropriations Committees. The expenditure of 
these funds has been carefully restricted to the expansion or creation 
of specialized plants or equipment not normally usable for peacetime 
production. 

The authority that would be contained in this proposal would 
extend not only to facilities for current defense production, but also 
to facilities intended for mobilization reserve purposes and I would 
like to take a moment to explain briefly this aspect of the proposed 
legislation. 

The providing of reserve tools and facilities is a step in the direction 
of the broad program recommended by President Vance of the 
Studebaker Corp. and his committee in their recent report to the 
Director of Defense Mobilization. 

The basic idea is that equipment and facilities suitable for the 
production of weapons take longer to create and are less subject to 
obsolescence than the weapons which they produce and that, there- 
fore, we will get more real security per defense dollar if we build up a 
reserve supply of capacity for the production of weapons rather than 
relying on a Maginot-linelike stockpile of the weapons themselves. 
This is nothing more than recognition of the fact that (1) vietory in 
modern war depends as much or more on the industrial strength 
of a country as it does on its existing supply of weapons and the size 
of its standing armies, navies, and air forces, and (2) that we will not 
be able to fight tomorrow’s wars with today’s weapons, but we will 
be able to use today’s tools to build most of tomorrow’s weapons. 

There are some so-called bottlenecks in our present productive 
capacity where the absence of an adequate supply of certain tools or 
other production facilities would mean that, in the event of all-out 
war, the huge production potential of the other areas of the economy 
could not be fully utilized, or at least could not be fully utilized within 
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the first 2 or 3 years of war, and that delay might be fatal. This 
situation is often referred to as a lack of ‘‘balance”’ in our M-day 
capacity for military production. The “mobilization reserve’ au- 
thority contained in the proposed bill would be used in an effort to 
establish this essential balance and thus eliminate the most critical 
of these production bottlenecks before they have a chance to occur. 

During the early stages of World War II and Korea, production 
slippage and industrial imbalances, such as machine-tool shortages, 
dramatically demonstrated the acute need for a reserve of industrial 
productive capacity. At the most critical moments of early mobiliza- 
tion, the availability or nonavailability of reserve productive capacity 
could advance or retard full industrial support of the Armed Forces 
by 6 months to a year. 

Reserve industrial capacity can be established by procuring, in 
advance of mobilization, the tools and industrial equipment necessary 
to expand, duplicate, or fill out existing production lines for key items. 

Mobilization immediately — 

(a) Produces increased demand for most things the military are 
currently buying, 

(b) Produces demands for many specialized items which were 
not being produced previously, and 

(c) Violently disturbs the existing balance between require- 
ments and industrial output. 

For those relatively few, but very important, items for which cur- 
rent requirements are using all available production capacity, on a 
round-the-clock basis, additional capacity must be obtained to meet 
requirements, Sometimes all or part of this can be obtained from 
industrial conversion. 

On the other hand, in many instances, there are no facilities which 
can be converted to the production of the item in question. Similarly, 
where the item is a military item having no civilian counterpart, the 
industry has no incentive to increase its facilities beyond those needed 
to meet current demands. ‘These varying conditions create varying 
needs for a mobilization reserve of production capacity. 

The day before mobilization, the gears of industry are synchronized 
to peacetime demand. The day after mobilization, demands have 
instantaneously changed in quantity, quality, variety, scope, and 
relative urgency. The emergency nature of the situation does not 
permit stopping or slowing down the wheels of industry while a new 
balance is obtained. On the contrary, industry must gain additional 
momentum while it brings all available production capacity to bear 
against a totally different alinement of requirements. 

To perform this industrial feat, we should augment the versatility 
and production ingenuity of American industry with intelligent pre- 
mobilization procurement of these machine tools and industrial 
equipment which will prevent bottlenecks. We should procure the 
machine tools and industrial equipment necessary to complete, aug- 
ment, or supplement the transformed production lines, which will 

roduce those critical items most needed in the early stage of mo- 
ilization. 

Our converted production capacity should not be handicapped 
because it has to wait for the production of additional tools and equip- 
ment which we now know would be needed in event of mobilization. 

Civilian manpower can be drafted, but it does not become a military 
asset until it is equipped for combat. Similarly, a peacetime produc- 
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tion line can be drafted but it does not become a war production asset 
until it is equipped for the production of military requirements. Just 
as weapons are necessary in transforming civilians into soldiers, simi- 
larly certain machine tools and industrial equipment are necessary to 
convert civilian producers to war production. 

In these instances where there are neither civilian needs nor current 
military needs requiring tools and facilities adequate for mobilization 
industry has neither the incentive nor responsibility for stockpiling 
reserve productive capacity. In these instances, the Department of 
Defense has both the incentive and the need to bolster defense through 
the procurement of essential reserve productive capacity. 

Here is an example of an area that would receive consideration 
under this program: In the event of mobilization, the number of hours 
flown by our planes would skyrocket overnight. Since engines wear 
out in proportion to the hours they are flown, the increase in flying 
hours would produce a corresponding need for more replacement 
engines. This need for engines would be far in excess of the need for 
planes since fuselages do not wear out in the same proportion. The 
engine requirements would have to be met by overhauled enginess and 
by new engines. This means that capacity both for overhaul facilities 
and for new production would have to be increased. 

Here is the problem as it aftects the production of new jet engines in 
the event of mobilization: the limiting factor involved in accelerating 
production of jet engines would be the lack of certain critical necessary 
machine tools. These are complex and high-precision machine tools 
whose production involves a long manufacturing cycle. For this 
reason, they cannot be quickly produced even when there is no backlog 
of orders. Unless these tools are available on M-day, the required 
stepup of production would be delayed substantially. 

These tools will be of such size and capacity as to produce not only 
the engines presently in production, but also those engines now in 
design. In consultation with industry, tools will be selected care- 
fully so as to meet jet engine production requirements during the 
next 5 to 10 vears. In a typical major jet engine plant, the availa- 
bility on M-day of approximately 300 such tools, at an estimated 
cost of $10 million, would cut the time for achieving mobilization 
rates of production from 2% to 1 year. 

In closing, I would like to point out to the committee that this bill 
also contains authority to provide for the maintenance of the plants, 
machine tools, and other facilities which have been or will be created, 
expanded, or rehabilitated under the authority of this bill or its 
predecessors. For example, this authority would be used to make 
special storage arrangements where necessary in order to have the 
productive capactiy available for use on short notice in case of enemy 
attack. In other words, the proposed legislation, on a limited basis, 
and subject to the availability of funds, would be used to “‘mothball’”’ 
special military tooling and equipment in such a manner that it could 
be ‘‘demothballed” with a minimum delay. 

This maintenance program makes sense both from the point of 
view of national security and of obtaining maximum dividends from 
the taxpayers’ money already invested in special tools and facilities 
needed for military production. More than $5 billion has been spent 
or obligated since the outbreak of Korea for these special tools and 
facilities. Unless special maintenance and storage provisions are 
made for the tools and facilities which have been temporarily in- 
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stalled in the plants of private contractors, much of their defense 
potential will be lost when the private contractor completes his war 
orders and converts to peacetime production. 

Experience after World War II demonstrated that much of this 
potential actually was lost when equipment of this type was removed 
from private plants, at considerable expense, and either disposed of 
at a monetary loss or lumped together in a central Government ware- 
house where its identity as part of a complete production line was 
lost. 

In special cases, for example, certain forges, presses, and other 
heavy equipment which is difficult to remove—the proposed legislation 
would permit storage at or near the plant where it would be used in 
the event of an increased emergency or all-out war. Such storage 
would, to some extent, convert plants geared only to peacetime 
demands to a kind of a dual purpose plant readily available for either 
peacetime or wartime production. While this maintenance program 
is still only in its rudimentary stages because production for the current 
emergency is still continuing at a relatively high rate, this authority 
is needed now in order to give us sufficient time to start working out 
the details of the program with the defense contractors in whose plants 
the equipment is currently installed. 

The Cuarrman. Mr. Houston, I want to thank you, on behalf of the 
committee, for a very comprehensive, clear, and convincing statement. 
I think it will be helpful and we certainly should heed the advice and 
learn from the experience of the past. 

Mr. Cole? 

Mr. Couz. Let somebody else ask first. 

The CuarrMan. Mr. Fisher. 

Mr. Fisuer. This is really a continuation of existing authority, 
isn’t it? 

Mr. Houston. Yes; it is. 

Mr. Fisuer. That is all. 

Mr. Harpy. To what—— 

The CuarrMan. Yes, Mr. Hardy. 

Mr. Harpy. To what extent or how does it tie in with the plant 
expansion program by private industry on accelerated amortization? 

Mr. Hovsron. It ties into that in a supplementary manner. 

In other words, you might find a company that was willing to 
construct a building provided they received the assistance of tax 
amortization, on the grounds that they could use that building at 
the end of the war, or at the end of the emergency, but they would 
not be willing to equip that plant, that building, with the special 
type of tools which might be required, let’s say, for the production 
of jet engines because they would not be in the business of producing 
jet engines at the end of the emergency. 

Mr. Harpy. Well, we have had, I believe, some programs of 
accelerated amortization with private industry that did include 
also the tools for the production of jet engines, say. 

Mr. Hiousron. Well, when the tax-amortization program comes 
into effect in private industry, then it is for equipment which they are 
purchasing with their own funds and it does not relate to the equip- 
ment which the Government would be putting into that plant. 

Mr. Harpy. Well, this is a program, then, to provide that direct 
Government cost, on essentially the same type of facilities that were 
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sought through private industry with the accelerated amortization 
program. 

Mr. Houston. I prefer to look at it more as a supplementary 
program because where tax amortization will get the facilities, then 
it isn’t necessary to use any Government funds. 

Mr. Harpy. Well, you know we have used accelerated amortiza- 
tion to get a wide variety of types of facilities, including machine 
tools. 

Mr. Houston. That is correct. And they are the type of facilities 
generally which private industry is willing to put their money into, 
with the additional incentive of tax amortization, and which they 
feel will have some future value. 

The kind of facilities which the Government would be building 
under this program are the types of facilities which private industry 
doesn’t want to build, even with the incentive of tax amortization. 

Mr. Harpy. Well, I think I understand the distinction that you are 
trying to make. But where you have a contract with a private con- 
cern to produce military items, the machine tools that go into that 
might or might not be usable for civilian purposes at the expiration 
of the emergency. Those machine tools were subject to the accelerated 
tax amortization and generally tied to the duration of a particular 
contract; isn’t that correct? 

Mr. Houston. Any tools subject to tax amortization are tools 
which are owned by private industry. 

Mr. Harpy. That is correct. 

Mr. Houston. And which they have been willing to put up their 
money to buy. 

Mr. Harpy. Now, thinking in terms—to be more specific, let’s 
take a situation: I was thinking in terms of the Chrysler tank plant. 

Mr. Houston. Yes. 

Mr. Harpy. Now, perhaps some of the tools that are involved in 
that particular plant might be usable for civilian purposes after the 
emergency has passed. 

Mr. Houston. That is right. 

Mr. Harpy. But by and large, we have provided accelerated amor- 
tization in order to acquire those tools as well as the plant. 

Mr. Houston. That is right. 

Mr. Harpy. And a good many of those tools are currently sitting 
idle, I believe, because of the lack of requirement for production at 
this time. 

Mr. Houston. That is right. 

Mr. Harpy. Now, isn’t that type of thing performing essentially 
the same purpose that you are seeking to perform through Govern- 
ment ownership of stockpiled tools? 

Mr. Hovsron. The two programs go hand in hand, and to the 
extent that we can obtain facilities from private industry through 
the granting of tax amortization, the Government is not required to 
spend its own money directly for the procurement of machine tools 
and facilities. 

In other words, we want to see during an emergency both programs 
in operation. One doesn’t substitute 

Mr. Harpy. To the extent they are needed. 

Mr. CuatrMan. That is the only reason I brought this up. I 
would hate to see us get into a program of procuring facilities to dupli- 
cate those that have already been procured by the taxpayers through 


* 
tat 
i 
\ 
7 
| 


1346 


the accelerated tax-amortization program—and the taxpayers are 
paying for it, all of them—beyond what might be required. And if 
we are going to have a lot of these tools in the hands of private oper- 
ators that are in effect in a stockpile program, we certainly don’t 
want to overlook that when we start buying them with the taxpayers’ 
money and putting them in storage. 

Mr. Hovsron. I couldn’t agree with you more. You are 100 
percent right. And this program is not designed to duplicate. It is 
designed to supplement, not to duplicate. 

Mr. Rivers. May I ask 

Mr. Jounson. Mr. Chairman, could I ask? 

The Caarrman. Mr. Bates? 

Mr. Bares. Mr. Houston, the question here is one of having a 
broader base, production base, in the event of an emergency? 

Mr. Hovsron. Yes, sir. 

Mr. Bares. That is the question. 

Now in your statement on page 1, you said this is in a less broad 
form than the old legislation. 

Mr. Houston. Yes. 

Mr. Bares. And this is a question also to which the Secretary of 
Defense has addressed himself publicly. We haven’t had the bene- 
fit of a presentation by him before this committee. As I understand 
it, he was highly critical of the way in which this had been operating 
from the newspaper accounts which TI had read. It gave me the 
impression that the base was entirely too large, that there were 
tremendous costs involved in that. It appeared from the account 
that I read that there was going to be sort of a retrenchment in the 
program which he would outline. And I wonder if you can tell us, 
first of all, what you mean by a less broad form, and secondly, speci- 
fically what does the Secretary of Defense have in mind in regard 
to this program? 

Mr. Houston. In regard to the first question, of the two expiring 
statutes, the act of the 2d of July 1940 contains the broadest au- 
thority and it is also considerably broader than the authority con- 
tained in the proposed bill. 

In addition to the plant-expansion authority in connection with 
industrial type production facilities contained in the proposed bill, 
the act of the 2d of July 1940 includes the following: 

First, general procurement authority including development, pur- 
chase, maunufacture, shipment, maintenance, and storage of mili- 
tary equipment, munitions, and supplies. 

Second, the authority to enter into contracts for the exchange of 
deteriorated, unserviceable, obsolescent, or surplus military equip- 
ment, munitions, and supplies. 

And third, specific authority to dispose of production facilities, 
utilities, and land acquired or constructed under authority contained 
in the act. 

Now, those are the main or the major difterences between the present 
legislation and the expiring legislation. 

Mr. Bares. Aren’t most of those incorporated in the bill? 

Mr. Houston. No. 

Mr. Bares. I certainly got the impression as you read your state- 
ment that they could do most of those things under this bill. 
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Mr. Houston. No; the first point that I read referred to procure- 
ment authority which covered a much broader area than that which 
is covered by this bill, in that it includes munitions and supplies. 

Mr. Bares. The finished product. 

Mr. Houston. That is right. 

Mr. Bares. I see. 

And now the second question? 

Mr. Houston. And as far as the second question is concerned, 
my understanding of what Mr. Wilson had said, on which he has 
been quoted in the newspapers, is that there are ceriain imbalances 
which have occurred under the program to date which he feels a 
thorough review would reveal and which should be corrected. 

He feels that there has been overexpansion, perhaps, in some lines, 
and not sufficient expansion in others. 

Now, that, I believe is what he said when he was quoted in the 

newspapers. 

Mr. Bares. You say that you received your information as I did, 
from newspaper accounts? 

Mr. Houston. No, you referred to newspaper accounts and | 
said that I think that that was his statement on which he was quoted 
in the newspapers. 

Mr. Bares. But your information has been correct; hasn’t it? 

Mr. Houston. Oh, yes. But I think the accounts in the news- 
papers did not exactly reflect that, as I have stated. 

Mr. Bares. Now, on your first point, then, the question of pur- 
chasing and manufacturing supplies, they can do that under other 
authority. 

Mr. Housron. Yes; that is right. 

Mr. Bares. So totally it doesn’t amount to too much of a dif- 
ference. 

Mr. Rivers. Mr. Chairman, may I ask? 

The Caarrman. Mr. Rivers. 

Mr. Rivers. Mr. Houston, under the Security Act, the Munitions 
Board is charged with the responsibility of advising the Secretary of 
Defense on the overall conditions of things of this character and the 
materiel and the component critical materials that make up the back- 
log of the material that go into the production, after you get the — 
machine tools. 

Mr. Houston. Yes, sir. 

Mr. Rivers. Both the critical material and the marginal material. 
For instance, you gave the example of a jet engine, which under- 
standably would be in short supply if you had an all-out war over- 
night. For replacement purposes, taking the fuselage, it would last 
50 times as long as an engine. 

Now, have you advised the S Secretary of Defense that in your 
opinion, the former plan was not a realistic one and an economic one, 
or is that in the scope of your authority, as you see it? I am trying 
to ask you this: Is the source of his newspaper release from you or 
from the Board as a whole, or you as Cc hairman or after investigation 
by you, or whence did it come? 

Mr. Housron. The information on the basis of which any Secretary 
of Defense operates comes from naturally more than one source. It 
comes from the Munitions Board, from our regular reports showing 
what has been done in the industrial expansion program, from the 
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reports of the comptroller on the expenditure of funds and from the 
individual military departments. 

Now, Iam sure that Mr. Wilson’s observations and conclusions have 
been drawn from many sources within the Department of Defense. 

Mr. Rivers. It is not through you. 

Now I want to ask you this: Let’s pursue the jet engine. Can you 
tell this committee whether or not, in your opinion, or if it is classified, 
don’t say so, we have adequate stockpiling of materiel for the com- 
ponent makeup of jet production? I will ask you another way: Do 
you review that constantly, that stockpile? 

Mr. Durham, if he were here, he would be asking you questions 
along this line, because he has been very impatient with the manner 
and the procedure whereby the procurement of these highly critical 
and marginally critical materials have been stockpiled by the respon- 
sible authority. 

Mr. Houston. In regard to the stockpile of strategic and critical 
raw materials, we have made a great deal of progress since that Stock- 
pile Act was passed by the Congress, back in 1947. There are some 
74 materials on that list. 

The materials which remain critical, in that we do not have nearly 
enough of them compared to stockpile objective, are down to a fairly 
small handful. 

Nevertheless, the fact that they are a mere handful doesn’t mean 
that there should be any easy feeling on the part of anyone that we can 
relax in connection with the stockpiling of those few remaining critical 
materials, 

I don’t think it is a matter of classified information. I think it has 
been stated many times that those materials which remain the most 
critical are also the ones which are most essential in the production of 
jet engines. They are your high-temperature alloying materials, such 
as nickel, cobalt, molybdenum, columbium, and their alloys. 

Mr. Rivers. The reason I asked that—I shan’t take any more 
time, Mr. Chairman. The reason for this is you don’t want a Maginot 
thinking in obsolete and obsolescent materiel. 

Mr. Houston. That is correct. 

Mr. Rivers. I hope that thinking won’t go over to these things 
about which I have been discussing with you—— 

Mr. Houston. No, I did not mean to imply that at all. 

Mr. Rivers. I didn’t say that at all. 

Mr. Houston. I realize that. 

Mr. Rivers. I hope we won’t get to the point where we can borrow 
from that for the purpose of taking care of a civilian economy in the 
contingencies of today because we can’t ever take the chance of 
reducing that pile of critical stuff for any temporary mobilization. 

Mr. Hovsron. If I might take a half minute, I might make a point 
here which I think is very important and which I have made a number 
of times because I think people sometimes who aren’t as close to the 
problems don’t understand it quite as well as when you are working 
with it very day. 

The very fact that you follow a program of rapidly expansible 
production capacity in preference to stockpiling end items of muni- 
tions makes your stockpile of strategic and critical materials even 
more important. 

Mr. Rivers. That is right. 
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Mr. Houston. Because if you were stockpiling end items they 
would have those strategic and critical materials in them. 

Mr. Rivers. That is right. 

Mr. Houston. Therefore you wouldn’t have to furnish them after 
M-day. But if you don’t have the end items and you are going to 
produce them after M-day, then you have to have your critical raw 
materials set aside for them. 

It is a question of a well-rounded program and you have to have all 
elements of it. 

Mr. Rivers. One complements the other one. 

Mr. Houston. That is correct. 

The CuarrmMan. Mr. Johnson. 

Mr. Jounson. I would like to ask you this question: 

As I understand it, your plan is to have these industrial cells so 
when M-day comes, if it does come, we can expand rapidly. You 
know, our experience in building up for the Second War was practically 
every plane that came off the production line had to be modified after 
it was tested and tried. 

Now would the change, for instance, in rocket engines, require an 
additional retooling if there were some changes made? What I am 
thinking about is this: Going through my mind is this thought, that 
you might get tooled up for one kind of engine and by the time vou 
had to use the plant and the tooling you would require retooling. 
What can you say about that? 

Mr. Hovusron. The people who have given this program the greatest 
consideration, and they include the best production brains in the 
country, I believe, have said that they feel the tools which would be 

rocured under this program, if they are carefully sclected will not 

ecome obsolete within the next 5 to 10 years, at least. 

A good many of them will not become obsolete even in that time, 
but there is always a danger that some tools will become obsolete or at 
least that modifications and changes in tools may perfect them. 

But there is much less danger of the tools becoming obsolete than 
there is of the weapons which you might manufacture today and 
stockpile becoming obsolete. 

Mr. Rivers. Well, that applies to weapons. You build one type 
of weapon and suddenly you change to another type. Would that 
require retooling, again? 

Mr. Hovsron. I think the point is that weapons obsolescense occurs 
at a much higher rate than obsolescence of machine tools, 

I don’t have the statistics before me here, but I think if you have 
looked at the age of machine tools in plants throughout the United 
States you will find that they very largely are machine tools that are 
at least 10 years old and older. 

So, you see, machine tools do not become obsolete at a very fast 
rate. 

The CuarrMan. You can make a better machine with the same 
tools? 

Mr. Houston. That is correct. 

Mr. Jounson. So I ask one other question or make one other com- 
ment: The stockpiling act was signed on July 23, 1946. 

Mr. Hovsron. Did you say 1947? 

Mr. Jonnson. You said 1947. 

Mr. Houston. I am sorry. 


4 
4 
| 


1350 


The CuarrmMan. Mr. Patten. 

Mr. Parren. Two questions. Is titanium one of the 74 strategic 
materials? 

Mr. Houston. No, titanium is not. 

Mr. Patren. A byproduct? 

Mr. Houston. The problem on titanium at the moment is not 
stockpiling it. It is getting adequate production facilities to meet 
current requirements. We do not have any excess capacity of titanium 
at the moment. 

; Mr. Patren. The Henderson plant is the only one you have, isn’t 

Mr. Housron. I believe there are two plants. 

Mr. Parren. Are there two? 

Mr. Houston. Yes; Du Pont has a plant. 

Mr. Parren. My other question. Mr. Chairman, which is following 
up the letter I addressed through you to the Department of Defense 
and quote a garbled letter back—I want to quote. On page 3, you 
say: 

Expenditure of these funds is carefully supervised by the Secretary of Defense 
and restricted to the expansion or creation of specialized plants and equipment. 
not normally usable and needed for peacetime production. 

That is on page 3. 

On page 2, you say: 

Additional facilities are frequently required and because they have no use in 
their normal peacetime business for these additional defense facilities, private 
contractors are unable to undertake some of the required expenditures without 
Government assistance. 

In view of that and because I am thinking of abuses under this bill, 
will you justify to me how a private enterprise builds a guided missile 
plant for $12 million and when it is almost completed, because of an 
argument of separable and nonseparable items, the Air Force takes 
it over? In its almost 3 years of existence it has not produced but 
16 of the items which it was intended to do and is currently involved 
in the production of electrical systems for the Royal Canadian Air 
Force and the production of Lincoln rocket motors, and yet it is 
carried by the Air Force. That private industry is not paying a tax 
onit. They are operating a Government plant for their own personal 
business. 

Now how do you justify that under this act or any other act? 
You know the plant I am speaking of? 

Mr. Houston. Frankly, I am not familiar with the details of the 
plant to which you are referring. Now I have here with me a repre- 
sentative from the Air Force who may be familiar with this particular 
project. If he is, | know that he would be glad to answer your 
question. If he isn’t, I am sure we can furnish whatever information 
the committee wants. 

Mr. Parren. I wrote through the chairman to the Department of 
Defense and the answer I got back doesn’t say anything. Of course, 
the fact that they are building Lincoln rocket motors and electronics 
systems for the Royal Canadian Air Force is not, I suppose, to be 
public information, but everybody in the city of Tucson, Ariz., who 
works for the Howard Hughes plant, knows that is what they are 
doing. 
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I fail to understand how in almost 3 years of operation the Air 
Force can take over that plant, take it off of the tax roll, allow them 
to go into private business, which they are doing, and yet justify it 
under this or any other act. Is the Air Force here? I would like 
to have 

Mr. Hovsron. I wonder if I could ask Mr. James Donohoe, who 
is Director of Industrial Resources in the Air Force, the Materiel 
Office there, to answer that question, if he can, and if he can’t, as [ 
say, we certainly would be glad to get you the information. 

Mr. Donouog. I will try to do that, Mr. Houston. I believe the 
plant that you are referring to is the Hughes Tucson plant. 

Mr. Parren. That is right. 

Mr. Dononor. At Tucson, Ariz. 

Mr. Parren. That is right. 

Mr. Donouor. I am not familiar with the procurement as it exists 
today, nor did I know that they were building Lincoln rocket enginers, 
and so forth. 1 do recall, though, back in the fall of 1951 when the 
decision was made that the Air Force should take over the property 
and the reason therefor. 

It being a case—as I recall the history—we decided that we wanted 
to build the Falcon missile. At that time the Air Force had no 
authority to construct brick and mortar. The Hughes people— 

Mr. Brennerr. Construct what? 

Mr. Dononor. Buildings, I meant. 

Mr. Bennert. Oh. 

Mr. Donounor. No authority for brick and mortar. The Hughes 
Co. made a survey of the available industrial reserve plants and found 
that due to the air conditioning that would be required, plus many 
items, that none of those plants were adaptable. They, in turn, said, 
“Well, Air Force, you do not have the money to finance this, we will 
build the plant and produce the items that the Air Force had on order.’’ 

As I recall, the construction went along and it got to be about 
80 percent complete, when—what actually happened was the amount 
of nonseverable facilities actually were going to come very close to 
exceeding the cost of the actual construction of the shell. Hughes 
contended that these facilities were not usable in their peacetime 
operations because they were planning to use this building as an 
electronics building. Therefore, they said to the Air Force, ‘Either 
you agree to go along and permit us to put in these nonseverable 
facilities, which we would have had to abandon in place, or buy us 
out.” 

Then in weighing the thing from an economic viewpoint, the Air 
Force determined that the better decision for the Government was to 
purchase. 

Now that is my understanding of it, Mr. Patten. The recent infor 
mation you give me I can’t tell you about—I mean the procurement. 

Mr. Parren. The amount in question was $4,400,000, out of a total 
$12 million expenditure of nonseverable, as you call them, and on the 
basis of that the Air Force took it over. 

Now we could perhaps swallow that. Then when they spend 2 years 
producing Lincoln rocket motors and electronics systems for the Royal 
Canadian Air Force, which has very little to do with the original plan 
of the plant, and they are not on the tax rolls and they are not paying 
an operational cost, it is a little hard to swallow, isn’t it? 
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The Cuarrman. The Chair would suggest that the gentleman from 
Arizona take this particular matter up with the gentleman from Ohio, 
Mr. Hess, and Mr. Courtney, of our investigating committee. 

Mr. Parren. | wrote you a letter, sir, and you saw the answer I got 
back, which said very little of nothing. 

The Cuarrman. That is right. 

Mr. Norblad. 

Mr. Norsiap. Getting back to the bill itself, it seems to me this 
is extremely broad and under the terms of it, that the Defense Depart- 
ment could go in and take over any industrial type plant it wants in 
the country, whether it is a fish-canning plant in South Carolina, a 
lumber mill in Oregon, or the local Washington Gas Light Co. There 
is no limitation on it at all. You can acquire, construct, establish, 
expand, rehabilitate, build, convert any sort of a plant, building, 
facility, equipment, machine tool, utility, appurtenance, which is a 
thousand and one things, by way of just going in and condemning, or 
buying it or otherwise—whatever ‘‘or otherwise’’ means. 

In other words, under this the Defense Department virtually could 
take over any and all industry in the United States, whether it be a 
plant making tanks or whether it be a fish cannery or a sawmill. 

Would you care to comment on that? No restriction at all in this, 
as far as I can see. 

Mr. Houston. Well, it is not intended under the act that this 
authority would permit the Defense Department to get into the 
production of anything which private industry would itself produce. 

Mr. Norsiap. That is not indicated from the written pages of the 
bill. 

Mr. Hovuston. Well, it says “as may be necessary for defense 
production.”’ In addition to that, there is the limitation of funds. 
In other words, the second string to this bow, of course, is whatever 
appropriations are made. 

Mr. Norsiap. Well—— 

Mr. Housron. And furthermore, the Secretary of Defense reviews 
these expenditures and I know that the present Secretary of Defense 
in the request which he has made in connection with the current fiscal 
1954 appropriations has stated that each project of this type which 
the services feel is required will be reviewed by his office before it can 
go ahead. In other words, there will be an individual project-by- 
project review. 

The CHarrMan. Mr. Smart, perhaps, has a comment on Mr. Nor- 
blad’s question. 

Mr. Smarr. I think, Mr. Chairman, from the committee’s stand- 
point, the most important control that you have—if these real estate 
facilities are subject to title VI of Public Law 155 and require the 
concurrence of this committee and the Senate committee. 

Mr. Corr. Yes, and in addition to that—— 

Mr. Norsiap. That is on real estate acquisitions only. 

Mr. Smart. That is right. 

Mr. Norsiap. They can go in and lease a plant, condemn a plant, 
and do a thousand-and-one things, that do not come within the pur- 
view of section 2. 

If I may say to the gentleman testifying, we hear on every single 
authorization bill, I don’t care with what it has to do, whether street- 
ears in Washington City or anything else, that you are limited by 
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appropriations. That, to me, is a very unsatisfactory answer. The 
fact that it is to be reviewed by the present Secretary, Mr. Wilson, 
for whom I have the greatest admiration, fine, but he may not be the 
Secretary tomorrow. 

It seems to me under this bill the Defense Department has terrific 
authority on American industry, which may be all right in wartime. 
I think your general purposes are fine, but I think your act is terribly 
broad. 

Mr. Hovsron. Of course, the act, as you realize, the major portions 
of it, would only be in effect during an emergency. 

Mr. Norsuap. I realize that, which is today, | take it. 

Mr. Houston. That is correct. 

Mr. Coir. Mr. Chairman 

Mr. Norsiap. We are in a perpetual emergency, as far as I can see. 

The Cuairnman. Mr. Cole. 

Mr. Coir. Mr. Houston, doesn’t the Government have the right 
to condemn property now? 

Mr. Houston. Yes. 

Mr. Cote. And that right prevails in peace and war? 

Mr. Houston. Yes. 

Mr. Coxe. And it isn’t necessarily—and if the Government decides 
it wants to take over a canning plant now, it may do so, irrespective 
of this proposed bill? 

Mr. Houston. Yes; it could. 

Mr. Corn. Under the right of condemnation? 

Mr. Houston. Yes; that is right. 

Mr. Coir. Now, do you mterpret this act as giving the service 
Secretaries any right of condemnation? 

Mr. Houston. Not in this act; no. 

Mr. Norstap. Line 1, page 2, says condemnation specifically. 

Mr. Keviener. The basic condemnation authority, Mr. Norblad, 
is what is called the 1890 act. It has been modified several times. 
And this bill would give no new authority, but merely would broaden 
the area within which the existing authority could be used. But it 
grants no new authority by way of condemnation. 

That is merely by way of definition as to the type of thing that 
will be done under the act. 

Mr. Norsiap. Condemn any industrial type of plant in the whole 
United States, building, facilities, appurtenances, and interests thereon 
or otherwise. 

Mr. Ketiener. The Government could do that right now. 

Mr. Coz. Mr. Kelleher, wouldn’t it be necessary for the Govern- 
ment to make a proper showing that that plant was essential for the 
Government’s interest? 

Mr. Ke.uener. Yes, sir, it would. You would have to show a 
public purpose. That is the essence of the whole condemnation 
authority. 

Mr. Norsiap. To whom, though? Under this act the Seeretary 
of Defense could determine it. Under normal condemnation, it 
would have to be a court and a jury. 

Mr. Kewuiener. Oh, no, it will be before a court in any event, 
whether exercising this authority or not. If it is condemnation, it 
will be before a court. 

The CHarrmMan. Mr. Gavin. 
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Mr. Gavin. Well, if the Government has a right to do these things 
now to meet the needs and demands of the situation, why is it neces- 
sary to enact this law? What do you want this law for? 

Mr. Bennett. It is expiring. 

Mr. Houston. The authority is expiring on the 30th of June. 
This is a request for a substitute for the expiring authority. 

Now, that does not apply to the condemnation. The condemna- 
tion is in a separate law. I think, however, the fact that this present 
type of legislation has been on the books for—well, since 1940- 
I frankly don’t know of any individual cases of abuse 

Mr. Gavin. Why not extend the present legislation then without 
authorizing new legislation with the broad powers that you have 
written into this bill? 

Mr. Hovusron. We feel that the existing legislation is somewhat 
broader than we actually need, and in that regard in addition this 
legislation provides we think a little clearer authority than the present 
legislation as far as building mobilization production capacity. 

Mr. Gavin. It might be a little clearer, but it is giving a lot more 
powers, broader powers than you at present can exercise. If the need 
was here for this legislation, it might be considered. But we have not 
arrived at such a point that I think we should, Mr. Chairman, consider 
this. 

The CuarrMan. The authority under this bill is less extensive than 
that available under existing law. 

Mr. Housron. That is correct. 

The CHarrMaAn. We have gone over it twice before the gentleman 
came in. But if you will read the hearings I think it will clear up. 

General Devereux. 

Mr. Devereux. Mr. Houston, does this bill in any way negate the 
restrictions on building facilities on a military reservation? 

Mr. Houston. This does not—if [ understand your question, this 
does not apply to what we generally classify as command type con- 
struction; that is, the construction of barracks and airfields, and things 
of that kind. 

Mr. Devereux. I am not referring to that. On page 2, you point 
out, for instance. 

In the case of construction at military installations it has been the practice 
periodically to obtain specific authorization, authorizing legislation for each 
individual construction project. 

Now I realize that that generally applies to barracks and various 
facilities like that. But it is also true that in some cases the various 
services go into a production program. Now would that change, or 
would this bill change that restriction that is placed on the military? 

Mr. Houston. No, no. 

Mr. Devereux. They would still have to—if it occurs on a military 
reservation, conducted by one of the military services, they would 
have to get specific authorization for that, as they do now for the 
various barracks and other facilities? 

Mr. Houston. Yes. 

Mr. Devereux. The fact that they would be in a production 
enterprise, if you will, would not allow them to do so under this 
proposed bill? 

Mr. Keiirner. This is entirely separate, General, from the military 
public works. 
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Mr. Deverevx. I am not talking about the general military public 
works. 

Mr. Kevuexer. Well, if you are speaking of a Government installa- 
tion such as an ordnance plant, which is a Federal installation, this 
continues the authority to do what they have done in the past— 
Twin Cities, Gopher, and all of those plants that are owned by the 
Government. Is that an answer to your question? 

Mr. Devereux. Yes. Then they would have to get specific 
authority from the committee, authorization to go ahead with any 
project such as you speak of? 

Mr. Keuureuer. No, sir; they would not. This is the authority 
for that as well as for the improvement or expansion of private plants. 

Mr. Deverevx. All right. Then on a military reservation, if they 
wish to go into the production, for instance, of moving pictures, 
training films, or whatnot, they could do so under this authority 
but not under the restrictions that are now placed upon them? 

Mr. Ketveuer. I don’t think they could use this authority for the 
particular example you have given, unless it was an instrument of 
war, because this is for defense production. 

Mr. Devereux. Anything can go under the cover of defense pro- 
duction. 

Mr. Norsuap. Sure. 

Mr. Kewiexer. Normally, on a military installation such as a 
command installation, the one that you are speaking of, they could 
not do anything on there except under military public works authority. 
Ordnance plants, arsenals, and other such productive facilities this 
bill would cover. 

_ Mr. Devereux. Supposing they wanted to make uniforms, which 
they do at times. 

Mr. Cunnineuam. Mr. Chairman, may I ask a question 

Mr. Keuuener. No, I don’t believe it would cover the making of 
uniforms. 

Do you think this would cover the manufacture of uniforms, Mr. 
Houston? 

Mr. Norstap. It leaves it wide open to the canning of fish and 
everything else, and processing of corn. 

Mr. Devereux. I yield to Mr. Johnson. 

Mr. Houston. I would say that that would be one of the borderline 
cases which would depend upon the interpretation which the Secre- 
tary of Defense might put on this authority. 

I certainly would not believe that any Secretary of Defense woula 
authorize the construction of facilities for the manufacture of uni- 
forms because there certainly, as far as I can see, is no shortage of 
facilities for that purpose. 

The CuarrMan. Fine. 

Mr. Houston. And this bill is designed to take care of building 
facilities where there is a shortage of such facilities. 

The CHarrMan. It all depends on supply and demand, the dire need. 
If there were dire need—— 

Mr. Houston. That is correct. 

The CuarrmMan. Of course, he has it. We have had several years 
of experience and practice under this law. It has worked very well. 

Mr. Bennett. 
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Mr. Bennetr. Maybe you could ease some of our thinking on this 
subject if you could tell us just exactly where there is an expansion of 
power under this legislation that is not existing under the present 
legislation. I take it from what you said that actually this narrows 
some of the powers. Now tell us where it does broaden the powers. 

Mr. Hovsron. I think that the only place where this legislation 
perhaps does not expand but at least makes more clear the authority 
of the military department is in the mobilization reserve features of it. 

For example, today we have facilities for the production of jet air- 
craft engines which are adequate—those which are in existence and 
coming in existence—to meet our current needs, the needs of the 
current program. 

However, if we got into an all-out war, we would not have adequate 
facilities for the production of jet engines and therefore this bill would 
permit the acquisition of facilities, mainly in the form of special ma- 
chine tools, which could be put into production lines on M-day and 
increase the production of jet engines immediately, rather than having 
to wait for those machine tools to come off the production lines and 
delay production by maybe a year to 18 months. 

Mr. Bennerr. Could you point out specifically —— 

The CHarrMan. Let the chair state—obviously, we can’t finish 
this bill today. Some of the members have important engagements 
and we have witnesses from the Army, Navy, and Air Force to be heard: 
Mr. C. E. Ammons, Lieutenant Colonel Kaley, Captain McCluskey, 
and Mr. Donohoe. 

I think the committee will stand in recess until 10 o’clock Thursday 
morning. 

Mr. Houston. Mr. Chairman, could I make one comment there? 

The CHarrMan. Yes. 

Mr. Houston. The witnesses from the services did not plan to 
present any formal testimony, but would be available. 

The CuatrMan. Will it be satisfactory with you, Mr. Houston, 
to come back at 10 o’clock Thursday morning? 

Mr. Houston. There is—— 

The CHarrMan. We got to everyone except Mr. Bray, Mr. Wilson, 
and Mr. Brooks here. 

Mr. Houston. There may be a scheduled hearing on the same bill 
before the Senate on Thursday morning. I got word the end of last 
week that I was requested to appear here Tuesday and before the 
Senate on Thursday. 

Now I don’t know whether that has definitely been set on Thursday 
or not. 

Mr. Bray. I will waive my questions. 

Mr. Housron. I am in the hands of you and the Senate. 

The Caarrman, I don’t know, if it hasn’t been set. Ours has been 
set for Thursday morning at 10 o’clock. 

Mr. Parren. Is there a new Secretary of Defense—I mean going 
to be appointed tomorrow, did I understand the gentleman from 
Oregon correctly? 

(Whereupon, at 11:50 a. m., the committee was adjourned.) 
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Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, June 25, 1953. 

The committee met at 10 a. m., the Hesiosable Dewey Short (chair- 
man of the committee) presiding. 

The Cuarrman. The committee will please be in order. 

On Tuesday, the day before yesterday, I think all members had an 
opportunity to interrogate the witness, Mr. Houston, the Acting 
Chairman of the Munitions Board, exce pt Mr. Bennett, was question- 
ing him at the time, Mr. Bray, and Mr. Wilson. 

Other members were not present and they will be given an oppor- 
tunity to ask questions. 

But the Chair feels that it would be profitable at the outset this 
morning to review briefly the testimony given on Tuesday with respect 
to H. R. 5508 and to ¢ larifv some of the points raised at that time. 

If you will be patient, I would like the attention of all members to 
this—these are the points that were brought out the day before 
yesterday, and it will save us all time. 

First, there is no doubt whatsoever but that this bill provides very 
broad authority. I think it is important to note, however, that the 
authority granted is no greater than that which the Department has 
today and has had since 1940. As a matter of fact, the authority in 
at least three of its aspects is narrower than that which the Depart- 
ment has had. 

The only new concept or authority which has been injected into this 
bill and which is not in the existing law is that relating to the acquisi- 
tion and stoc kpiling of machine tools. 

Also I think it is important to consider that as varied as the au- 
thority granted is, it is no more varied than the operations which must 
be carried on under it. 

1 think the essence of this whole bill can be stated quite simply. 
The bill must be broad and general in its language because the very 
nature of the activity for which it will be used can’t at any given time 
be anticipated with any degree of accuracy. 

What will be done at a particular time will depend on the shortages 
that then exist, the availability of productive capacity, the defensive 
position we find ourselves in, and the threats which we are faced with. 

One member raised what I think is a very good question—and I am 
sorry these members who usually come in somewhere between 11 and 
11:20 and ask questions we have already covered are not here today. 

It would save this committee a lot of time and a lot of work and 
worry if members would try to be prompt in their attendance and we 
wouldn’t have to cover ground that has been gone over. But it was 
a very good question that was raised: Why, if the authority to ac- 
quire property now exists under an old statute, is it necessary to 
repeat the broad language of that law in this bill? The answer to that 
simply is that the broad condemnation and acquisition authority of 
the Government must in turn rest upon specific authorization. In 
essence, the existing eminent domain Jaws are procedural in nature and 
in effect say “Where you have a specific authority to acquire, this is 
the way you will do it.” Also, at the time that the original con- 
demnation law was enacted, there was no thought of the Government 
acquiring industrial facilities. 
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At that time it was merely the establishment and expansion of 
camps, forts, ports, and other similar installations. _ 

Another member raised the question as to whether it was dangerous 
so give the Department such broad acquisition authority since it 
might be used unwisely and properties acquired which were not in fact 
really needed by the Department. I think the answer to this is, as 
I said before, the authority here granted is no greater than the depart- 
ments have had since 1940 and also the law which requires the depart- 
ments to clear with the committee any proposed acquisition provides 
as good a check as I can think of. 

“hey just can’t acquire property with a value over $25,000 without 
every member of this committee knowing it, and indeed, without the 
Cunningham committee examining into it very closely. 

So I don’t think we need to worry about any capricious exercise of 
this power. We will have ample opportunity to look into their opera- 
tions so far as acquisition of property is concerned. 

I think I am justified in taking these 2 or 3 minutes to make this 
brief statement to bring us up to date and for the benefit of certain 
members who were unable to be here on Tuesday of this week, and 
they had very good reasons. 

I have asked Mr. Kelleher, and he has spent a lot of time in pre- 
paring a few very pertinent questions that bear directly and specifically 
upon this particular piece of legislation. I am going to give members 
of the committee, however, a few minutes to ask any questions they 
might have in mind, particularly Mr. Bray and Mr. Wilson and Mr. 
Vinson, who was unavoidably detained, or anyone else here, to feel 
perfectly free to ask any questions. 

But | hope we will make it brief, in order that Mr. Kelleher can 
really get down to the meat in the coconut or the heart of this bill. 

1 am sorry that some members didn’t get to hear Mr. Houston on 
the day before yesterday, because he did made a comprehensive, 
clear, and a very convincing statement, in my judgment, and I 
trust that members who didn’t hear his statement will take the time 
to read it because I am sure they will find it most helpful. 

Mr. Rivers. May I ask the Chair a question before 

The CHarrMan. Yes. 

Mr. Rivers. In your explanation of the condemnation authority, 
I want to understand it clearly. 

The CHairMAN. Well, we will come to that. 

Mr. Rivers. If he is going to explain that, all right. 

‘he CuarrMan. All right. Yes, we will come to that. 

I want to give, first, Mer. Bray an opportunity to ask questions, 
since Mr. Bennett is not here. 

Mr. Bray. The question I wanted to ask I later discussed with the 
chairman and found that the same wording is used in all such acts. 
There, at the top of the page, where it says “By purchase, donation, 
lease, condemnation, or otherwise’’—that doesn’t contemplate like 
the seizure of Montgomery Ward or anything of that kind, I assume? 

Mr. Houston. Well 


Mr. Bray. As a lawyer, I can’t think of any other legal method you 
would have to obtain it except by purchase, donation, lease, or con- 
demnation. I just wonder what the word “or otherwise” was in there 
for. 

I won’t pursue it too far. 
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Mr. Kewuener. I think I could help you on that, Mr. Bray. 

Mr. Bray. It says ‘“‘donation’’—— 

Mr. Ke_LenerR. That is just old language which has been per- 
petuated through the years. It actually is meaningless. You are 
quite correct in believing there isn’t any “otherwise.”” There was 
an authority, I believe under the Second War Powers Act, and, 
incidentally, an authority under the Defense Production Act, which 
will expire next Wednesday, to requisition property. It really isn’t 
different from these authorities here, except that it provided a some- 
what different kind of procedure. Exactly what “or otherwise’’ 
means, believe me, nobody knows. 

It just has been perpetuated in the law for a long time. 

Mr. Bray. All right. 

Mr. Rivers. Of course, you can create it, Mr. Chairman. 

The CuarrmMan. Any other questions, Mr. Bray? 

Mr. Bray. No. 

The Cuairman. Mr. Wilson. 

Mr. Wiuson. Just one question, Mr. Chairman. 

I agree with you this seems to be just an extension of authority that 
the armed services have had before, 

The CuarrmMan. With some slight modification. 

Mr. Witson. With some slight modification. I am not objecting 
to it at all. 

I wonder if Mr. Houston’s statement might not indicate a change 
of policy so far as the Defense Department is concerned. You don’t 
have any more authority under this bill, but are you contemplating a 
different operation in acquisition of plants and keeping them for stand- 
by use? 

Mr. Houston. We aren’t contemplating any basic change in policy 
at all, with the one exception which the chairman pointed out, that 
this authority would more clearly than the old authority permit the 
departments to acquire machine tools which would not necessarily be 
required today for current production but which could be stockpiled 
against a need under all out mobilization conditions. 

Mr. Witson. That answers my question pretty well, Mr. Chair- 
man. 

The Cuatrman. Any other questions? 

Mr. Witson. No. Thank you. 

The CHarrmMan. Mr. Bennett, you were interrogating the witness 
when we recessed the day before yesterday and I was going to give 
you first crack. Mr. Bray and Mr. Wilson had not. 

Mr. Bennett. I think my questions have been adequately 
answered. 

The CuHarrMan. All right. 

Mr. Vinson. 

Mr. Vinson. Mr. Chairman, I would like to ask one question. Do 
you interpret machine tools to fall within section 2 of the bill, section 
601 of the act of September 28, 1951, or do you merely interpret it to 
mean the acquisition of realty? 

Mr. Hovsron. I wonder if I could ask Mr. Robert Pasley here, the 
Assistant General Counsel of the Navy, to answer that one. 

Mr. Pastry. You are speaking, sir, of section 601 of Public Law 
155? 
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Mr. Vinson. That is right. Now, you say—it goes on to refer 
plants, buildings, facilities, equipment, machine 
tools.” 

Now, I think we have ample safeguard in section 2 and I want to 
know if you interpret section 2 to apply to machine tools? 

Mr. Pastry. Section 2 of the bill? 

Mr. Vinson. Then you could buy—Section—— 

Mr. Pastry. Section 601. 

Mr. Vinson. 601. 

Mr. Pastry. Which is the law which requires us to come into agree- 
ment with the committees? 

Mr. Vinson. That is right. 

Mr. Pastry. No, sir; we have never construed that as applying 
to machine tools; just land. 

Mr. Vinson. Then the committee can understand that that section 
601 has no relation to the acquisition of machine tools? 

Mr. Pastry. That is correct. 

Mr. Vinson. So you can buy and stockpile as large an amount of 
machine tools as you deem necessary? 

Mr. Pastey. Provided Congress has appropriated sufficient funds 
for it; yes, sir. 

Mr. Vinson. That is all, Mr. Chairman. 

The CuarrmMan. Any gentlemen here? 

Mr. Devereux. Yes, sir. 

The CuarrMan. General Devereux. 

Mr. Devereux. In other words, then, it is left up to the Appro- 
priations Committee to police the acquisition of machine tools and 
not up to the Armed Services Committee; wouldn’t that be true? 

Mr. Pastry. Yes, sir. The Appropriations Committee passes on, 
of course, the overall defense appropriation act, which would include 
whatever amounts are requested for the acquisition of tooling and 
equipment. 

Mr. Devereux. But we are the ones who pass on the acquisition 
of real estate. 

Mr. Vinson. That is right. 

Mr. Pastry. Through the committee. 

Mr. Devereux. I don’t see we are very consistent in that. 
Because you could go out and purchase millions of dollars worth of 
tools and stockpile them, but you can’t purchase any real estate for 
over $25,000 without coming before this committee and getting 
authorization. 

Mr. Pastry. That is correct. 

Mr. Dreverrvux. Mr. Chairman, I make that point, that we are 
not very consistent. 

The CuarrMan. I think it is a pretty good point. 

Mr. Smart. Mr. Chairman, by the same token, you have the dis- 
tinction between personalty on the one hand and realty on the other. 

The Yes. 

Mr. Smart. In line with General Devereux’s question, while we do 
not approve the amount or type of tools to be purchased under this 
authority, by the same token we do not pass annually on the number 
of rifles, the number of howitzers, the number of planes. 

Tian CHAIRMAN. It is something almost impossible to legislate 
about. 
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Mr. Kiipay. There was a time when we did, but I am glad that 
has been taken out of the National Defense Act. 

Mr. Vinson. I raise the point, Mr. Chairman, so the committee 
can understand it, section 601 only had relation to acquisition of 
realty and had no relation whatsoever to personalty. 

Mr. Harpy. Mr. Chairman, might I make an observation? 

The Cuarrman. Yes, sir, Mr. Hardy. 

Mr. Harpy. I am not advocating that we should take over the 
authority with respect to acquisition of machine tools or passing on it, 
but I do think that there is a distinction between acquiring machine 
tools for stockpiling and acquiring machine tools for current use. 

The CuarrMan. Operating. 

Mr. Harpy. That is right. 

The CHarrMan. Operating. 

Mr. Harpy. And I am not at all sure that there might not be some 
appropriate consideration by this committee of the extent to which 
machine tools would be stockpiled against a future emergency. 

And this thing leaves it right wide open. 

Mr. Houston, I wonder if I could make a comment on that? 

The CuarrMan. Yes. 

Mr. Houston. The purpose in stockpiling machine tools against a 
mobilization requirement is to enable us to have a rapidly expansible 
production base which would be capable of producing the most modern 
weapons which had been designed up to the time that M-day occurred 
and that in being able to do that we will not find it necessary to stock- 
pile as many end items of actual war materiel, and the two objectives 
go hand in hand. 

It seems to me that they are so closely related that when you get 
into that kind of a determination it is a question of really stockpiling 
materiel or doing the other. 

Mr. Harpy. Well, I think that the committee would be interested 
in consideration of stockpiling of materiel, if it is going to reach some 
large proportions for a future emergency. Certainly, to refer back to 
the rifles that Mr. Smart mentioned, I think this committee would 
certainly be opposed to the stockpiling of tremendous quantities of 
rifles which might become obsolete, for instance. 

I think this committee has an interest in the quantity of machine 
tools of a particular type that might be stockpiled. Now, I don’t 
mean to say that I am advocating that the committee pass on each 
one of these items. But if the Appropriations Committee is going 
to have the responsibility for doing it, certainly this committee is 
better qualified to do it than the Appropriations Committee. That 
is my point. 

Mr. Rivers. May I ask a question—— 

The CuHartrmMan. Well, I think General Devereux, you, and the 
gentleman from Virginia, Mr. Hardy, both have a pretty good point. 

I was wondering if the Chairman of the Munitions Board would 
object to our putting in a provision that would require perhaps a 
quarterly report on the number of machine tools purchased and 
stored: 

Mr. Hovston. I would certainly see no objection to that kind of a 
provision. 

The CuarrMan. In order that this committee could have a pretty 
close check. 
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I think we all can see: If you had a Munitions Board composed of 
personnel that would stock fabulous numbers of machine tools, it 
might seriously interfere with our domestic economy. We have all 
had complaints from domestic manufacturers in World War II, that 
the Government had stored away in warehouses much machinery and 
many tools, as well as goods of various nature that did place a pretty 
heavy strain on our Dachinn economy, and perhaps the idea fhe 
general and Mr. Hardy brought out here would be helpful, if it 
wouldn’t seriously interfere with your acquisition. 

Mr. Houston. I would see no objection to a report being made 
periodically to this committee on the expenditure of any funds for 
the acquisition of machine tools and production equipment which are 
acquired by the military departments for mobilization reserves. 

he CHarrMan. Of course, it is hard for me to believe that the 
high caliber men that we will get on the Munitions Board charged 
with the responsibility of stockpiling would go to outlandish lengths 
to do anything that would seriously affect our domestic economy. 

Mr. Vinson. Mr. Chairman, you must bear in mind that this is 
an authorization, just like any other authorization. They would have 
to justify their expenditure before the Appropriations Committee. 
We are merely giving them the authority to stockpile machine tools 
or other things, and the Appropriations Committee then gets a break- 
down of their program, after we have authorized it, and then it is 
regulated, to what extent it is done, by the appropriations. 

"en we will seriously, in my opinion, make a mistake if we try to 
put any limitation on here. You have to give them flexibility. Be- 
cause we all recognize the fact that during Werld War II we were 
considerably disturbed because the program wasn’t going forward 
feat enough and the constant answer was ‘“‘We haven’t the machine 
tools.”’ 

Mr. Harpy. Now, Mr. Chairman, I belieye—— 

The Cuarrman. Mr. Hardy. : 

Mr. Harpy. I believe I have an answer to the suggestion that you 
just made, which I think is a good one. 

But instead of making periodic report to this committee concerning 
what it has stockpiled, why wouldn’t it be better to require that the 
military or the Munitions Board and the Defense Department submit 
to this committee a breakdown of what it proposes to acquire when it 

es to the Appropriations Committee. At least we would get the 
information the same time they did. 

The CuatrMan. That is very clear. 

Mr. Harpy. Generally we don’t get it at all. 

Mr. Vinson. Well, Mr. Chairman, I have had experience with 
reports coming from the Department. They come up here and they 
are filed and that is the end of it. 

Now, of course, if we just tell the Munitions Board now that when- 
ever they make a request to the Appropriations Committee for 
stockpiling purposes to give us the same information, why, then 
they will Ten to do so, and that will be the end of it, because the 


Appropriations Committee is going to either approve it or disapprove. 
It is just merely a matter of information. You can get it anyhow 
by reading the hearings of the Appropriations Committee. 
Mr. Harpy. Oh, no, you don’t. They even leave that stuff out of 
the appropriations hearings. 
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The Cuarrman. We usually get it the day they bring the bill on 
the floor. 

Mr. Harpy. We get it if we dig for it. You won’t read it in the 
hearings. 

Mr. Rivers. Mr. Chairman, may I ask the chairman a question? 

The CHarrMAN. Yes. 

Mr. Rivers. By the same token, Mr. Chairman, that you select 
the quality and the class and description of tools for M-day, will 
you have predetermined the firms and corporations which would be 
utilized as base operators? 

Mr. Houston. In many instances we will have determined that in 
advance, but there will be many instances in which there may not 
necessarily be a signed contract with a company for the use of these 
particular tools. 

Mr. Rivers. Well, now, then you will also obtain property adjacent 
to some of these manufacturers’ property for the purpose of storing 
tools which will be readily transferable or operated to save time and 
money; is that the idea? 

Mr. Houston. There is the intention, yes, if the authority and the 
money is granted——— 

Mr. Rivers. Take a plant like Kaiser-Frazer. Of course they are 
out of favor at the moment. But we had a terrific expenditure there 
during World War IT, when they made the B-24, and so forth? 

Mr. Houston. Right. 

Mr. Rivers. Auy designated corporation, with facilities like that: 
It would be to your advantage to predetermine his potential and place 
certain of these things there for operating purposes M-day? 

Mr. Housron. That is correct. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. Mr. Houston, you remember we had this same 
clause in the Stockpile Act. Your people used to come up here and 
testify every quarter about what they were doing. ‘This is the same 
idea as that, I assume? 

Mr. Houston. Yes,itis. It is the same sort of program. 

Mr. Jounson. I don’t know what you thought of it. We thought 
it worked out fairly well. Was it your experience that it was beneficial 
to have those hearings up here? Mr. Durham and I sat on that 
committee for several vears. 

Mr. Hovusron. I think in connection- 

Mr. Jounson. We always thought you were too slow down there 
and were too cumbersome. But anyway it did inform somebody 
in the committee here as to exactly what your progress was. 

Mr. Hovsron. I think the various hearings which were held 
in connection with the Strategic and Critical Materials Stockpile Act 
were beneficial in creating an understanding of the program and in 
getting the help for the program which it required. 

I think in connection with this machine tool program, that the idea 
of submitting periodic reports on what is being done under the program 
is certainly an acceptable idea. If the committee wished to hold 
hearings in connection with the reports, they could do so. If they 
were satisfied with the report without a hearing, why, they could 
accept the report. 


7 
| 
| 
Vie 
| 


1364 


The Cuarrman. We wouldn't necessarily have to have a hearing. 
But it would be helpful if the committee could be convinced as to the 
action you are taking. 

Mr. Jounson. Another question, Mr. Chairman. 

In the Stockpile Act, when we wrote that, we put a clause in there 
that anything that was scarce in the economy, in the civilian econ- 
omy, should not be stockpiled. Would that be a good or a bad 
clause to stick in this bill, in your opinion? 

The Cuarrman. We wouldn’t want that in this bill. 

Mr. Housron. I don’t believe it is necessary to put that in the bill. 

The CuatrMan. | should think it would hamstring it. 

Mr. Jounson. Well, it did hamper the other program. 

The CHatrman. Mr. Bishop. 

Mr. Bisnop. The present bill gives the authority to the Secretary 
of the Army, Navy, and Air Force. I don’t see where the Munitions 
Board comes into this bill. This is directed to the military. 

Where does your Munitions Board come in on this? 

Mr. Houston. The funds which have been requested and for which 
this legislation would supply the legal base have been discussed by 
the Secretary of Defense with the Appropriations Committee and he 
has stated that it is his intention before the funds are appropriated 
and are spent, that he will require the three military departments to 
justify the expenditures of these funds to him and that he will retain 
direct supervision over the management of whatever fund is set up. 

He will not spend the money, but he will review the projects be- 
fore the money is released for expenditure. 

Mr. Bisnop. That is you national defense, but what about the 
Munitions Board? Do you see that, too? 

Mr. Houston. Well, the Munitions Board would, along with the 
comptroller, be the agency to advise the Secretary of Defense. In 
other words, our staff would make the review for the Secretary of 
Defense and make the recommendations to him. 

Mr. Bisnop. Did I understand you to say that they would have 
the chance of either accepting or refusing the contracts that would be 
proposed by the military? 

Mr. Hovusron. They would review the military departments’ 
proposals for stockpiling of machine tools, the individual projects 
which they would propose to go ahead with under the appropria- 
tions which have been requested. 

The Cuarrman. Mr. Wilson. 

Mr. Witson. Mr. Houston, I take it from your statement that 
under this new policy of the Defense Department it will not neces- 
sarily mean acquisition of a lot of new machine tools, so much as it 
will be retentior of them after the emergency is over, so rather than 
having them scattered to the four winds after our biggest effort is 
completed, you will be able to set aside certain units and have them 
in reserve; is that correct? 

Mr. Houston. It would be both, sir. 

Mr. Witson. In other words, you would actually advocate acquir- 
ing brand new equipment and stockpiling it for future use? 

Mr. Houston, Yes, sir. 

Mr. Witson. Aren’t you afraid, a little bit, of the problem of 
obsolescence? I realize it isn’t too big a problen in machine tools, 
but you never can always anticipate what the demand on machine 


tools will be and you may have some new processes that might mean 
an expensive investment that wouldn’t be realized. 

Mr. Housron. We feel that the problem of obsolescence of machine 
tools is a very much lesser risk than the alternative of stockpiling 
weapons themselves which aie a much higher rate of obsolescence 
than do machine tools. 

The Cuairnman. General Smith? 

Mr. Smit. No. 

The CuarrMan. Mr. Nelson. 

Mr. Neuson. I would like to know what happens to a strange 
thing called unification of cataloging under the bill. You are giving 
all the Secretaries power to buy machine tools. Where is the co- 
ordination, where does the cataloging come in, and all the rest of 
them? 

Mr. Hovusron. Under this particular program, I think the guaranty 
that there will be unification is the fact that the money to be ap- 
propriated will be released by the Secretary of Defense only upon 
justification of projects by the individual military departments to 
him. 

For example, he may feel from his overall knowledge of the defense 
program that it is more important perhaps to go ahead with the 
stockpiling of machine tools for, let’s say, an Air Force program than 
it is for a Navy program or for an Army program. 

Mr. Neutson. Now, Congressman Bishop asked you about the 
Munitions Board. And as I understand the President’s reorgan- 
ization plan, the Munitions Board is going to be abolished. 

Mr. Houston. That is correct. 

Mr. Netson. Now will this program be under an Assistant Secre- 
tary of Defense for Procurement, or some such thing? 

Mr. Houston. Yes. I believe the reorganization plan uses the 
title ‘“‘Assistant Secretary of Defense for Supply and Logistics.” 

The CuarrMan. That is right. 

Mr. Housron. And this program would come under his juris- 
diction; yes. 

Mr. Harpy. Mr. Chairman, I suggest an amendment, which Mr. 
Smart has down there, which may clear this up. 

The CoarrMan. We will have it. 

Mr. Smart. This is obviously very rough, Mr. Chairman. I have 
been just sitting here thinking as to what is going through the com- 
mittee’s mind. I would suggest something along this line. On 
page 2, line 14, at the end of this section, you may add there— 
Provided, That 30 days prior to the submission of annual budgetary request to 
the Congress, for the purchase of equipment and machine tools pursuant to this 
section, the Department of Defense shall report in detail thereon to the House 
and Senate Armed Services Committees. 

Mr. Rivers. Without objection. 

Mr. Smarr. That would put the committee in the position to go into 
it if it wanted to, but it would require no action. It leaves the 
latitude—— 

The CuarrmMan. How do members feel about it? 

(Chorus of ‘Good idea.’’) 

Mr. Vinson. Mr. Chairman, there is the thought running through 
my mind: After we get this stockpile, there should be some Tsesitetions 
on disposing of it w ithout C ongress having something to say about the 
disposition. 
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Now the trouble that happens every time after every war: We have 
a great quantity of stockpiles of various material. Then industry 
people will come in and say “‘Get rid of it.” 

he CHarrMaNn. Buy a $100 tool for 5 bucks. 

Mr. Vinson. That is right, get rid of it, and then we turn around 
and do just like we are doing right here in this bill. 

Mr. Harpy. Mr. Chairman, it doesn’t make any difference what 
we write in this act. When the time comes to dispose of this stuff, 
the Congress is going to pass another law, like they did with War 
Assets before, and undo anything we are trying to do in here. 

Mr. Rivers. Anyway, Mr. Chairman, you can’t justify war. It 
is waste to start with. 

The CaarrmMan. That is right. It is all waste. 

Mr. Rivers. Certainly. 

Mr. Bennerr. I have one suggestion that might make it adminis- 
tratively more easy to get along with. And I don’t know the exact 
spot to insert it. I would say “or in anv event as carly as possible 
prior to such submission,’’ so vou wouldn’t have to get your report 
in 30 days prior. | think that might help it administratively. 

Mr. Smarr. lL was only thinking this: Normallv, budgetary requests 
from Defense don’t reach the Appropriations Committee of the House 
before certainly down around March. Therefore, it would be entirely 
possible for them to do it not more than 30 days, at least more than 
30 days, and I can’t conceive of their ever bringing a budget in here 
in January, unless, of course, it is in time of war. 

In other words, Mr. Bennett— 

Mr. Bennerr. I am not going to complain about it. | was just 
trying to make it administratively easier, because | had a fear that 
maybe vou would be stymied. You had something you would want 
to act on promptly, vou had to get it in, and here vou would breath- 
lessly be realizing vou had 30 davs before vou could submit it to the 
Appropriations Committee, which might put vourself ip a bottleneck, 
which is unnecessary, in my opinion. 

Mr. Smarr. | think normally any request they would make to the 
Appropriations Committee would be firmed up in the preceding fall 
of the vear. Wouldn’t that be substantially correct, Mr. Houston? 

Mr. Houston. That is right, ves, sir, although in trying to put 
together a Department of Defense budget, as vou know, every single 
day is important. 

Mr. Smarr. Well, let me ask vou this, then: Do vou think the 30- 
day provision here is unduly restrictive? 

Mr. Houston. Well, I would prefer to see something which would 
permit us to submit to you at the same time that we submit our budget 
to the Appropriations Committee—and as you know, the Appropria- 
tions Committee do not reach a decision on the Department of Defense 
budget overnight, so | would think: this committee would have ample 
time if we submitted it simultaneously to make any review which 
you wished. 

Mr. Smarr. Well, except for this one fact. We would be asking 
for the witnesses to appear before this committee. The Appropria- 
tions Committee would be asking for them simultaneously. The 
normal history of these things is when they get through testifying 
before the House they take off for the Senate. This committee would 
be precluded, as I see it. 
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If you submitted it simultaneously, I think it would be easy enough 
to say ‘‘as early as practical prior to the submission of budgetary 
requests,” and not tie it to specific dates. 

The Cuatrman. That is the point I think Mr. Bennett had in mind. 
He wanted it flexible. If you write that language, I don’t think—— 

Mr. Bennett. Here is the language and I think it is practically 
what you said: ‘or in any event as early as practical prior to such 
submission.” 

The Cuarrman. I see no objection on that. 

Mr. Bennerr. That makes it—it gives it to you quicker than the 
other. 

Mr. Smarr. But if you will give Mr. Kelleher and me the latitude 
to work it out, we can work it out to the satisfaction of the committee. 

Tbe Cuatrman. Any objection to doing this? 

Without objection, the amendment is adopted. 

I remind you, again, Members, we have to be on the floor at 11 
o’clock. Our rubber bill comes up the first thing. 

So, Mr. Kelleher, who spent a lot of time on this has perhaps a very 
few, but very pertinent questions, that go right to the heart of this 
matter. Let’s finish it as fast as you can. 

Mr. Keuiener. All right, sir. 1 think there is one thing, Mr. 
Houston, that should be cleared up. On page 2, lines 6 and 7, it says 
“It provides for the maintenance and operation thereof.’”’ Now that 
“thereof”? might be misconstrued. Normal parlance would indicate 
that that referred to the plants that would be acquired under this act. 

As a matter of fact, vou have to have this authority to maintain, 
expand, and otherwise take care of the plants that have been acquired 
under Public Law 703. That certainly is your intention. But I 
don’t think the language says that. I think the record should show 
that either through amendment or through the record itself, that 703 
plants do fall within the provisions of this act. 

Mr. Houston. We certainly would like to have that intention. 

Mr. Ketiener. Well, may I suggest, Mr. Chairman, some lang- 
guage—perhaps the insertion of a few words there might clarify that, 
which I could work out. In other words, they have all of these plants 
that were built since 1940. They would have no way to take care of 
them, you see. 

The CuHarrmMan. Yes. 

Mr. Ke.uener. And I think by a very slight amendment there— 
I don’t have the language for it right now—we could fix that up. 

The CHArRMAN. Without objection. 

Mr. Keuiener. All right, sir. 

One other question, Mr. Houston. Section 2 of the National Indus- 
trial Reserve Act of 1948 states it to be the policy of Congress to 
establish a nucleus of Government-owned industrial plants and a 
national reserve of machine tools and industrial manufacturing equip- 
ment for immediate use in time of emergency. 

What is the relationship between that program and the reserve tools 
which are the subject of this bill? That is the first part. 

Let me ask the three and then you can answer them the way you 
like. 

Mr. Hovsron. All right. 

Mr. Ke_iruer. What inventory has been made of the machine 
tools owned by the Government, and which I understand are pretty 
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well scattered throughout the country; and (3) can this bill be used as 
authority for the gathering, the repair, and the storage of those tools, 
so that your stockpile would be not only the new ones you acquire, 
but all of those that you now own? 

Mr. Houston. I have a very brief statement which I can read. 

Mr. Fine. 

Mr. Houston. I think it will clear up most of the questions which 
you have there. 

This statement outlines the relationship between tools in the 
national industrial equipment reserve and all tools presently owned or 
to be acquired by the military departments. 

That national industrial equipment reserve was established under 
the authority of Public Law 883 of the 80th Congress to provide for 
the retention by General Services Administration of certain tools left 
over from World War II. 

The known military requirements for these tools was not sufficiently 
direct to justify their retention by the military departments, but it 
was felt that they would be needed in a future emergency for defense- 
supporting production. 

The number of these tools is not large relative to the Department 
of Defense total. At its peak this reserve contained approximately 
5,000 tools and of these, about 500 remain in storage. All other tools 
presently owned or to be acquired by the military departments are 
under the administration of the individual military departments 
subject to policies established by the Secretary of Defense. 

I have as examples of these policies three directives. One of these 
outlines the operation of the production equipment central inventory 
group. This central inventory plan makes all idle Government-owned 
tools, including those owned or controlled by the Department of 
Defense, more readily available for both military and defense-sup- 
porting production. 

The second directive is one which requires a thorough survey and 
prompt disposal of all excess or obsolete tools owned by the military 
departments. 

And the third is a recently issued directive which requires a com- 
plete inventory of all Department of Defense tools. 

Mr. Kexuener. In other words, this will then be combined and 
viewed as one stockpile ultimately? 

Mr. Houston. That is correct. 

Mr. Keviener. All right. 

The Cuarrman. I am sorry, gentlemen, but I have got to be on the 
floor at 11 o’clock. I don’t want to break my neck or drop over, in 
rushing over there. It is obvious we can’t finish this . It is too 
important to dispose of hurriedly. So we will stand in recess to 
10 o’clock in the morning. 

Mr. Vinson. Mr. Chairman, tomorrow probably would be just as 
bad. Let’s put it off until Tuesday, unless it is so important. 

The Cuarrman. We are fighting against time. 

Mr. Vinson. I know. It has to be passed. 

The CuarrmMan. Tomorrow morning at 10 o'clock. 

(Whereupon, at 10:55 a. m., Thursday, June 25, 1953, the com- 
mittee adjourned to Friday, June 26, 1953, at 10 a. m.) 


| 
\ 
| 


1369 


Hovuss or REPRESENTATIVES, 
ComMITTES ON ARMED SERVICES, 
Washington, D. C., Friday, June 26, 1958. 

The committee met at 10 a. m., the Honorable Dewey Short 
(chairman of the committee), presiding. 

The Cuarrman. The committee will please be in order. 

The Chair regrets, Mr. Houston, we have been compelled to call 
you back for a third hearing on this relatively short and simple bill, 
but we can’t always determine in this committee when the House 
meets and unfortunately we have been meeting at 11 o’clock in the 
morning instead of noon, which has robbed us of an hour. 

But [ am sure if we will let Mr. Kelleher continue with his interro- 
gations, and you having the questions in advance I am sure have all 
the answers to them, we can dispose of this bill very shortly, in order 
that Mr. Arend’s subcommittee can begin their hearings in a few 
minutes. 

I understand that several witnesses are present this morning who are 
anxiously waiting to appear. We don’t want to interfere with that. 

So Mr. Kelleher, you can proceed with your questioning of Mr. 
Houston. 

Mr. Keuiener. All right, Mr. Chairman. 

The CHatrman. H. R. 5508, a bill to provide certain construction 
and other authority for the military departments in time of war or 
emergency. 

Mr. Keuuener. All right, Mr. Chairman. 

As I see it, Mr. Houston, this bill provides three authorities: to 
acquire and expand plants, to acquire and stockpile 

The Cuatrman. Mr. Kelleher, it is almost impossible for us to hear 
you. 

Mr. Ketiener. Yes, sir. 

The CuatrMan. Take your chair, if you wish—that is right, talk 
sideways to us. 

Mr. Keturner. All right, sir. 

As I see it, Mr. Houston, this bill provides three authorities: (1) 
to acquire and expand plants, (2) to acquire and stockpile machine 
tools, and (3) to operate and maintain plants now owned or used by 
the military or which may be owned or used by the military under the 
authority of this bill. 

Now, where you acquire a plant or acquire land on which to con- 
struct a plant, you submit a real estate project to the committee and 
the committee becomes informed as to what vou propose to do. And 
under the committee amendment adopted yesterday, the committee 
also will be informed in advance with respect to your plans to acquire 
machine tools. 

There is, however, one large area of activity which would never be 
brought to the attention of the committee and that is the construction 
or expansion of plants where the acquisition of real estate is not 
involved, and this could be the normal rather than the exceptional case. 

Mr. Chairman, since this third area of construction activity is so 
large and since the committee has indicated its desire to be kept in- 
formed with respect to the authorities granted in this bill, it may be 
that you would wish an annual or semiannual report as to what has 
been done by the departments in this large field. 
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I am thinking, to give only one kind of example, of the construc- 
tion of the Sunflower Ordnance Plant in Kansas, which cost almost 
$200 million, and which could be constructed today under the author- 
ity of this bill without the committee or the Congress ever getting to 
know about it, if it were constructed on land that is already owned 
by the Government. That is only one example. The expansion of 
a shipyard, a private shipyard, or a private—Chrysler Corp. plant, 
or any of those could involve many, many millions of dollars, which 
the committee would never become aware of. 

It could be the largest area of this bill, as a matter of fact, of all 
three categories. 

I have an amendment here that if you wish I will read for your 
consideration. 

The CHAIRMAN. Yes, sir. 

Mr. Rivers. Could I inquire right there of counsel? 

The CHarrMan. Yes. 

Mr. Rivers. When you relate those possible instances of expansion, 
would that also incorporate and inelude areas which could be recap- 
tured for instance, airbases, and so forth, that have the recapture 
clause contained in them? 

Mr. Ketiener. No; I wasn’t speaking of that. 

Mr. Rivers. Not only airbases, but any area which has a recap- 
ture clause in it. Because all of them have the recapture clause to it. 

Mr. Kevuener. Yes; but most of the recapture clauses are for use 
and not for fee title and normally the Government wouldn’t go into 
a recaptured area, if | do understand your question, and construct an 
ordnance plant that might cost over $100 million on property to which 
it didn’t have the full fee simple title. 

I don’t think it ever has been done. 

Mr. Harpy. Wouldn’t any recapture have to come back to this 
committee? 

Mr. Smarr. Over $25,000. 

Mr. Kututener. No. Actually they don’t have to come before this 
committee. The department has on occasion because of the magni- 
tude of a particular one viewed it practically and come back. But 
under the law they don’t have to. 

Mr. Rivers. I don’t think so, either. 

Mr. Harpy. They ought to. 

Mr. Ketusuer. | think they should, too. But I wasn’t actually 
speaking of that. 

I was speaking of the construction of a new plant on Government- 
owned property. 

The CuarrmMan. Read your amendment. 

Mr. Yes, sir. 

Renumber section 2, section 3, and insert a new section 2 as follows: 

The Secretary of Defense shall report semiannually to the Committees on 
Armed Services of the Senate and of the House of Representatives with respect 
to those activities authorized in section 1 which are not otherwise the subject of 
reporting under law. 

Now that is pretty broad language, but I feel that the committee 
or the staff of the committee could get together with the Department 
and arrange for a simple kind of report which would bring the com- 
mittee up to date every 6 months as to what has gone on. 
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Mr. Vinson. Well, Mr. Chairman, it will strengthen the bill in the 
House. All that kind of supervision as we observed yesterday 
strengthens the consideration of measures on the floor of the House. — 

Mr. Cunnincuam. May I ask a question there, Mr. Chairman? 

The CuarrMan Yes. 

Mr. Cunnincuam. Everything will have to be submitted then to 
the two committees? 

Mr. Yes, sir. 

Mr. Harpy. There is one question about that, Mr. Chairman. Is 
that an ex post facto report? 

Mr. Keiiener. Yes; it is. It is ex post facto for this reason, Mr. 
Hardy: I think it might inhibit the activities of the Department to 
too great an extent to make them clear with the committees in advance. 

Mr. Harpy. I wasn’t thinking about the clearance. But the 
Department is going to know in advance of any construction on a 
piece of land that they already own what they are going to construct. 

Now, I am not going to object to it, Mr. Chairman, to that ap- 
proach to it. I think we ought to understand what we are doing. 

Mr. Vinson. Mr. Hardy, if we required a report before it was done, 
we would then be pushing ourselves too much in the administrative 
field of a function of the Department. 

Mr. Harpy. Mr. Chairman, I wasn’t assuming that the committee 
would undertake the responsibility of approving or disapproving, but 
I was thinking that it might be helpful if we knew ahead of time what 
they did propose to construct. 

Mr. Vinson. Well- 

The CuarrmMan. We must always keep in mind we are legislators. 

Mr. Vinson. That is right. 

The CrarrmMan. We are legislators. 

Mr. Harpy. That is true. 

The Cuarrman. And we can’t delve down into the operations of the 
administrative 

Mr. Rivers. That was the reason, though, that the former Presi- 
dent vetoed the real estate transactions bill, and if you want to get 
down to brass tacks that is all the real estate clearance is. 

It is a good thing, but that is what it is. 

Mr. Harpy. I didn’t have in mind that the committee should 
undertake the responsibility of approving or disapproving what they 
propose to do. 

The CuHarrmMan. But to keep us advised and informed. 

Mr. Harpy. To keep us advised if possible before construction 
began. 

Mr. Rivers. Of course, if it is ex post facto we can’t do anything 
about it. 

Mr. Vinson. Mr. Chairman, the net result would be—if it goes 
ahead after we get the report and make some large expenditures that 
weren’t satisfactory to the committee, why they wouldn’t do it but 
once. 

The CuarrMan. Well, we can cooperate. We are all human beings. 
It is up to us to keep in pretty close touch and keep close tab. 

Mr. Harpy. I don’t object to that approach, but I think we ought 
to know what they are doing. 

Mr. BisHop. Mr. Chairman. 

The CHarrMan. Mr. Bishop. 
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Mr. Brsnor. What about disposal? 

Mr. Keuurner. Disposal would be under the General Services 
Act. It seems to be the policy of the Government to have all dis- 
posal under that act. 

The Cuatrman. I think, Mr. Kelleher, the committee is impressed 
with that proposed amendment. I would like to hear from Mr. 
Houston, to get the reaction of the Department. 

Mr. Houston. I don’t see why we would have any objection at 
all to an ex post facto report, and I think as far as keeping the com- 
mittee informed in advance, of course the amendment which was 
suggested yesterday, that we submit in advance the general outline 
of our program for the fiscal year, would certainly cover any major 
projects that we were contemplating. 

The CuarrmMan. It would greatly add to your burden, would it, if 
we adopted this amendment? 

Mr. Houston. No, because the Secretary of Defense is going to 
require the departments to report to him on what they are doing. 

The CuarrMan. Is there any objection to it? 

Without objection, we will adopt your amendment. 

Mr. Vinson. Mr. Chairman, before counsel proceeds, let me clear 
this up for the record. 

The Cuarrman. Well, there is no objection to this amendment? 

Mr. Vinson. Oh, no. 

The Cuarrman. All right, without objection, the amendment is 
adopted. 

Mr. Vinson. Now, Mr. Kelleher, how much broader or what is 
included in here that was not in the Second War Powers Act, the act 
of 1940? I understand the only thing that is not in that act is the 
stockpiling of machine tools. 

Mr. Ke.iener. That is correct, sir. 

Mr. Vinson. Now, Mr. Chairman, you will recall that when you 
and I appeared before the Appropriations Committee 1 made some 
remarks in regard to two items in the budget. 

One was $57 million that was for this type of work under——- 

Mr. Ke_iener. The 1953 budget. 

Mr. Vinson. The 1953 budget. And they propose now $500 
million. Now, this is the authorization of that item of $500 million, 
a portion of it to be used for stockpiling of machine tools? 

Mr. Keviener. That is correct, sir. 

Mr. Vinson. I just want that for the record, Mr. Chairman. 

Mr. Rivers. Mr. Chairman, if they should do something that 
eaused this committee any harm and we couldn't do anything about 
it, we may prevail on the Appropriations Committee to continue its 
favorite pastime of legislating. 

Mr. Vinson. We can understand—Mr. Kelleher, is that correet— 
we can understand that this is the authorization that will warrant 
the Appropriations Committee to consider that $500 million item? 
Mr. Yes, sir. 

The CuarrmMan. That is correct. 

Mr. Smarr. That is correct. 

The CHarrMan. That is correct. 

Mr. Smarr. That is correct, Mr. Chairman. 
The CHarrMAN. That is correct. 

Mr. Wickersham? 
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Mr. WickersHam. Mr. Houston, can you assure our committee 
that before you acquire any new sites you will give consideration to 
the reuse and reactivation of deactivated bases that you already 
have a right to activate? ; 

‘Mr. Houston. Absolutely. We would not—from the standpoint 
of the Secretary of Defense, we certainly would not authorize the 
construction of new facilities if there were available idle facilities 
that could be brought into use, instead of going into new construction. 

The Cuarrman. All right. 

Proceed, Mr. Kelleher. 

Mr. Keuuener. All right, sir. 

Mr. Houston, page 4 of your statement states that this authority, 
the authority in this bill, is not tied into any specific fund under 
consideration by the Appropriations Committee. Actually the cur- 
rent budget, as Mr. Vinson has mentioned, contains an item of $500 
million for research tools and facilities. Now I understand that 
$400 million of that is actually going to be spent for tools. Would 
you tell the committee what the other $100 million will be spent for? 

Mr. Houston. Yes. Your question relates to the language con- 
tained in the request of the Department of Defense to the Appropria- 
tions Committee for the $500 million. That language provided that 
not more than $100 million would be used for the acquisition of existing 
facilities. This was intended to place a ceiling on the amount of money 
which could be spent to acquire facilities which had already been built 
by private industry, but which if not acquired by the Government at 
the termination of present military production contracts might be lost 
as a source of supply in the event of all-out mobilization. 

For example, a plant presently owned by private industry may have 
been converted completely to the production of a military end item 
for which current requirements may be met within the next year. 
The private owner may wish to have the Government completely 
remove all of its equipment from this plant when the military produe- 
tion in it has been completed, in order that be may convert the plant 
to the production of civilian items. Such conversion may result in 
extensive dismantling of equipment required for military production 
and expensive remodeling of the plant so that in a future emergency it 
would no longer be suitable for military production. 

In this event, it may be to the interest of the Government to work 
out some arrangement with the present owner to preserve the plant 
as a potential wartime supplier of an item which would be critically 
needed at that time, in order not to lose the capacity of that plant. 

It is possible that this kind of an arrangement could only be worked 
out through the acquisition by the Government of the facility and 
either placing it in mothballs or leasing it to a private industry for 
civilian production under conditions which would not destroy its war- 
time production potential. 

It is not expected that there will be many instances of this particular 
nature, and therefore by far the largest part of any authorized appro- 
priations would be spent for the acquisition of new machine tools and 
facilities to provide for research capacity not already in existence, but 
which would be required over and above all existing facilities to pro- 
duce military items for which sufficient mobilization capacity is not 
already in place. 

Mr. Ketiener. Then you are going to stockpile, to some extent, 
plants as well as machine tools? 
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Mr. Hovsron. In certain instances that may be advisable, yes. 
Mr. Rivers. May I ask the chairman a question there? 

As a practical matter, Mr. Houston, wouldn’t necessity of existing 
facilities by these potential suppliers require you to make new addi- 
tional use, for the most part, in already areas of congestion, industrial 
congestion? Because you are going to build a terminus adjacent to 
existing plants by necessity, to avoid a lot of things, so that you can 
forthwith get your base of operations in that activity. 

Now, of course the ideal situation would be to build these things 
out in the interior, safe from long range bombers. But as a practical 
matter, wouldn’t you be compelled, for instance, to build a lot of 
them in the Detroit area? 

Mr. Houston. I think the experience during the past 2 years has 
shown that although it is possible in some instances to persuade 
private industry to build plants in less congested areas, that by far 
the largest majority of expansions, both through private effort and 
through a combination of private effort and the furnishing of Govern- 
ment machine tools has taken place in areas where production is’ 
already going on. 

Mr. Rivers. Of course, there are some of our engine production 
lines in the interior, aren’t there? 

For instance, some of the General Motors plants are constructed 
in the interior. 

Mr. Housron. Well, industry itself has started decentralization. 

Mr. Rivers. Yes. 

Mr. Houston. And since the end of World War II, there has been 
quite a lot of decentralization by industry. 

The Cuarrman. Mr. Kelleher? 

Mr. Ke.itener. Mr. Houston, each of the last, on perhaps 5 or 6 
appropriations acts, have contained expediting production funds for 
each of the military departments. Usually you can’t identify just 
exactly how much is allocated since it is within a large amount that 
includes aircraft procurement, for example, and so on. 

Is there in the current budget funds for expediting production for 
each of the departments over and above the $500 million which is 
in the title 2 or Secretary of Defense portion? 

Mr. Housron. The Army and the Navy have requested no funds 
for plant expansion and production expediting of the type contem- 
plated in the $500 million request in the ficsal year 1954 appropriations 
act request. 

The Air Force has a total of approximately $16 million for this pur- 
pose. As you say, it is possibe, however, that some additional funds 
will be expended by the departments for expediting production, 
because in the negotiations of contracts for current production it is 
sometimes necessary for a military department to agree to furnish 
certain production equipment and facilities in order to get a contractor 
to agree to the acceptance of that contract. And these situations are 
rather difficult to foresee in specific terms until actual negotiations are 
underway. This type of situation was touched upon in my formal state- 
ment starting at the bottom of page 2 and continuing on to page 3. 

Whatever money is spent for this purpose will be reported to the 
Secretary of Defense and during fiscal year 1954 should be a relatively 
small amount because expansions to meet current production require- 
ments have been very largely provided for already. 
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Mr. Ke.iener. You received I think in the last 3 fiscal years 
something over $6,000,000 for that kind of activity, and I suppose 
most of it has been done or is under contract now? 

Mr. Houston. That is correct. 

Mr. Ketiener. Yes. Could this authority be used in Japan or 
Germany? 

Mr. Housron. I don’t see anything in this legislation which would 
prevent that. 

However, I also am certain that—well, frankly, I can’t forsee a 
situation of that kind arising. 

Mr. Keviener. You never did use 703 that way. 

Mr. Houston. We never have used it in the past, and I am sure if 
there were some very exceptional case that came up it would certainly 
receive the very closest scrutiny and would be a matter of very high 
policy before-—— 

Mr. Ke.uener. It is not your intention at this time in any event? 

Mr. Houston. It is not our intention, that is right. 

Mr. Rivers. I think it would be safer than in England. 

Mr. Keturser. Mr. Houston, the expiring law provided for 
storage and shelter and this law doesn’t make any provision for that. 
Are you going to run into any difficulty in the storage of the machine 
tools because of the specific elimination of that language in this bill? 

You mentioned in your formal statement that you will store these. 
Do you feel that you have enough authority to do that under this 
bill? 

Mr. Houston. I felt that the bill did cover that adequately. I 
would like to ask Mr. Pasley, who is more familiar with the detailed 
language—I felt that the bill did cover that. 

Mr. Pastry. The bill provides for the maintenance of the facilities 
acquired, and I think that term could be construed broadly. Our 
problem has been, in connection with storage, a question of authority 
to construct or acquire the storage facilities. I think once you have 
that, the problem of actually putting them in storage is not a great 
problem. 

Mr. Keiuener. The reason I brought that up: because that same 
Janguage is in the old law but also the words “storage and shelter’ 
are in the old law, and someone might think that since that language 
no longer appears that you might be precluded. 

Mr. Kizpay. Mr. Chairman, on that point I think Mr. Kelleher 
is correct, although ordinarily when we acquire property we don’t 
provide for its storage the previous law having so provided it might 
be this should be amended to include it. 

Mr. Ketvener. Yes, at least it raises a doubt I think. 

Mr. Kinpay. Yes. 

Mr. Ketiener. We could insert the word “storage 
to clarify it. 

Mr. Hovsron. It might be well to clarify that. 

The CHAIRMAN. Well, without objection, why don’t we just insert 
the word “storage” there? 

Mr. All right. 

Mr. Chairman, the Senate committee, I am informed, proposes to 
amend this bill in several ways, some of them consistent with the 
way this committ has and in one additional manner, so as to provide 
that this authority will be exercisable during the emergency plus 6 
months or until July 1, 1954, whichever is the sooner. 
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The CHairMAn. Yes. 

Mr. Ke.vener. | suggest that perhaps you want to consider that? 
The Cuarrman. I think in order to avoid perhaps a conference, 
that will tax our time and all, that we should be willing to write that 
in. It is more or less unimportant and immaterial. 

Mr. Ketvener. All right, sir. 

The Cuarrman. I think there’s little doubt which will be the earlier 
of the two. But with any objection to that suggested amendment, 
I think we should adopt it in order to save usable time and effort. 
And we could avoid a conference. 

Mr. Vinson. That is another thing which would strengthen the bill 
on the floor. 

The Yes. 

Mr. Vinson. Because it is 1 year’s appropriation of $500 million. 

Mr. Keiiener. | have only one more question, Mr. Chairman. 

The Cratrman. Is there any objection to that amendment? 

Without objection, we adopt it. 

Mr. Kettener. What protection, Mr. Houston, does the Govern- 
ment have with respect to building a permanent building, one costing, 
say, the 2 or 3 million dollars, that it constructs on a contractor’s 
property, perhaps in the middle of the complex of his buildings? That 
was done frequently during the last war and I know it caused a lot of 
difficulty after the war. Have you any plans that are going to allevi- 
ate the difficulties you had last time? 

Mr. Houston. Our basic policy of course is against his doing that. 

However, there are cases where we run up against the immediate 
need for production and some exception to the general policy does have 
to be made. 

I have asked Mr. Paslev if he could—would speak to that point 
and I think he is prepared to do so. 

Mr. Pastey. That is, admittedly, an extremely difficult problem. 
As Mr. Houston savs, we do not encourage that sort of thing. It 
simply creates difficulty. 

| would like to invite the attention of the committee to a para- 
graph of the Armed Services Procurement Regulations, which has 
been in effect for several vears now, paragraph 13-406, which deals 
with that very problem. 

With your permission, I would like to read that. It is about balf 
a page. It is entitled ““Nonseverable Industrial Facilities’. 

It is the policy of the Armed Services that nonseverable industrial facilities 
shall be located on land owned or controlled by the Government, unless the 
head of a procuring activity determines that such location is not feasible. If 
the head of a procuring activity determines that location on land not owned or 
controlled by the Government is necessary he may authorize such location, 
subject to the limitations set forth in 13—406.]. 

13--406.1 reads: 


Nonseverable industrial facilites which are of such a nature as not to be dis- 
posable to third parties (other than the contractor) for commercial or industrial 
operations, after the Government’s need therefor has ceased, may be located on 
other than Government owned or controlled land only under the following 
circumstances ; 

(a) The contractor agrees (to the extent authorized by law) thet he will pur- 
chase the facilities upon the expiration of the facilities contract, cr at any time 
prior thereto, at a pice equal to the aequi ition cost cf the facilities less depre- 
ciation at the rate or rates specified in the facilities contract (which rate or rates 
shall take into consideration the estimated useful life of the facilities), or credit 
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an amount equal to such price against any amounts due the contractor under 
the facilities contract; or 

(b) The estimated useful life of the facilities will not extend beyond the expira- 
tion of the facilities contract or the completion of the work for which the facilities 


. were provided; or 


(c) The Secretary concerned specifically approves other provisions as being 
in the interest of national defense. 

An example of the latter and a type of arrangement we sometimes 
make which isn’t adverted to here: If the Government can acquire 
an option on the underlying land, then we feel that our interest is 
protected. 

Mr. Harpy. Well, on that point, Mr. Chairman? 

The CuarrMan. Mr. Hardy? 

Mr. Harpy. Even where the Government owns the underlying 
land, if it is within a plant complex you are restricted as to any 
possible eventual disposition of it to the particular concern that is 
operating in that area. 

Mr. Pastey. Well, that situation is conceivable, sir, but I don’t 
know of many cases where we own a little segment right within a 
contractor’s plant. 

Mr. Harpy. Well, I could show you a good many that came under 
the scrutiny of the Government Operations Committee or the Ex- 
penditures Committee in connection with contract terminations and 
the disposal of them was extremely difficult, notwithstanding the fact 
that the Government did ewn the land. 

They bought the land right in the middle of the plant complex. 

If you do that again, it doesn’t make any difference whether the 
Government owns it or the contractor owns it. You are going to be 
in a bind when it comes to disposal of the property. 

Mr. Vinson. Of course. 

Mr. Pasuey. I haven’t seen any such cases recently. There are 
cases where we have land adjoining the contractor’s plant. 


There is one further paragraph in here, 13-406.2: 
ABANDONMENT OF FACILITIES AND RESTORATION OF PREMISES 


The Government shall have the right to abandon in place all such nonseverable 
industrial facilities located on land not owned or controlled by it, and in such 
event shall not be subject to any obligation to restore or rehabilitate the premises 
of the contractor, unless otherwise provided in the contract with the prior approval 
of the head of a procuring activity. The authority of the head of a procuring 
activity to grant such approval shall not be delegated. 

I may say that we don’t like to enter into such arrangements under 
any circumstances. We do whatever possible to avoid it. And 
when we do, it is simply because there seems to be no other solution. 

Mr. Rivers. When you are getting ready to do it, it will probably 
be the same excuse—‘‘Time is of the essence and let’s go ahead and 
do it.” 

Mr. Pastey. It isn’t always just a question of time. It is a ques- 
tion of getting the material under any circumstances. 

Mr. Kevurner. That is all. 

The Cuarrman. I think that makes about five amendments—— 

Mr. Kevuener. Yes, sir, it does. 

The CuarrMANn. We have to the bill. And you are through with 
your questions? 

Mr. Kevueuer. Yes, sir, I am. 


5 
| 
| 
j 
— 


1378 


The Cuarrman. I don’t think there are any questions the members 
have. Because Mr. Arends’ subcommittee is meeting immediately 
after we adjourn the full committee. 

Mr. Smart. Yes. 

The CuarrMan. Without objection, we will report the bill with the 
amendments stated. 

Mr. Ke_uener. Yes, sir. 

The CuarrMan. Is there any objection? 

There is no objection. 

So the bill with five amendments suggested and adopted in the full 
committee will be reported favorably. And the full committee will 
stand adjourned subject to the call of the Chair. 

Mr. Housron. Mr. Chairman, I wish to thank you and the mem- 
bers of the committee and the members of the staff here for your time 
and interest in this bill. 

The CuatrmMan. Mr. Houston, we appreciate very much your 
patience and your appearance before us in these three hearings. 

Thank you very much. 

Mr. Houston. It has been very helpful and very constructive. 

The CuarrmMan. And Subcommittee No. 2, Mr. Arends, will go into 
session immediately. 

(Whereupon, at 10:40 a. m., the committee adjourned.) 
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